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President Fernando de la Rua detailed US$938 million in new austerity measures May 29. The
package of cuts in public-sector salaries and pensions and the shutdown of some government offices
was designed to bring the budget deficit down from US$7.1 billion to US$4.5 billion and to keep the
government's commitments to the International Monetary Fund (IMF).
Opposition to the measures, coupled with the persistent recession and high unemployment, have
ended de la Rua's "honeymoon." "The situation requires an effort from everyone," said de la Rua.
"We must defend the fiscal balance...and the country is going to grow."
De la Rua took office last December promising to redistribute wealth, generate employment, and
revive economic growth after a year of recession. But shortly after de la Rua took office, the large
fiscal deficit forced the administration to raise taxes by US$2 billion and cut the budget by US$1.4
billion (see NotiSur, 2000-02-04). The economy, with five consecutive quarters of recession, did not
respond as well as expected to the earlier cuts.
Most economists agree that the tax increase failed because of inefficient collection and scant
economic activity. Tax revenue in April was barely 2% higher than in March, and May's totals are
expected to drop below April's. The recession began with the 1997 Asian financial crisis and was
compounded by Brazil's devaluation of its currency last January.
Argentina was forced to borrow heavily to pay off its current debt. As a condition for an IMF loan
package, the de la Rua administration pledged to achieve annual GDP growth of at least 3.5%. But
some independent economists now predict just 2% growth this year and unemployment remaining
at a high 14%.

Administration justifies new measures
In justifying the new adjustments, the president pointed to adverse international circumstances such
as the interest-rate hike by the US Federal Reserve, which tacked another US$60 million onto the
foreign debt, the devaluation of the Euro with respect to the dollar, and the instability of the world
financial markets.
Under the new measures, salaries of public employees who earn between US$1,000 and US$6,500
dollars per month will be cut 12%, and those with higher salaries will take a 15% cut. The measures
also call for deregulating the health system, reducing the pensions of public employees, and
restructuring or closing various state offices, including the state media and printing offices.
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Of the total cuts, US$590 million will come from state employee's salary reductions, US$78 million
from the restructuring, US$30 from lowered retirements benefits, and US$240 million in cuts in
"privileged pensions," often awarded to former legislators and government officials. De la Rua and
Economy Minister Jose Luis Machinea both stressed that social spending would not be reduced. But
other administration members saw constraints from the measures.
"There is no possibility of financing development programs if we are hogtied by the international
financial markets," said Rodolfo Terragno, head of the Cabinet. The administration asked provincial
legislators to reduce their salaries, which sometimes exceed by 30 times the average monthly pay in
their regions.
Vice President Carlos Alvarez said some legislators earned US$15,000 per month in provinces
where the average monthly salary is US$350. "Given the situation we're going through, actions and
concrete measures are worth more than words," said Alvarez. "That's why we're asking provincial
legislators to join the [federal] government and cut their salaries by the same proportion we did with
federal public servants."
On June 2, de la Rua signed the decree deregulating the nation's health-insurance plans, which will
cut into the heart of unions' economic power by denying them automatic health-care premiums. The
plan to allow workers a choice of health plans is to go into effect January 2001. Critics of the roughly
50 union health plans that would be affected by deregulation see them as bloated bureaucracies and
slush funds for labor leaders.
Unions see the plans as protection for workers from profit-driven private health care. Confederacion
General del Trabajo (CGT) leader Armando Cavalieri said the change "signals the markets that
they can turn health care into a business." In 1996, former President Carlos Saul Menem (1989-1999)
signed a decree to end the union health-care monopoly, but backed off after unions threatened a
general strike.

Critics plan protests
Critics say de la Rua's administration seems unable to respond to the economic crisis except by
hitting the people's pocketbooks with new taxes and public-spending reductions. An estimated
30,000 demonstrators marched through downtown Buenos Aires May 31 protesting the government
cutbacks, which they blamed on the IMF's constant call for economic austerity. The three largest
labor unions, the Catholic Church, and opposition politicians as well as 14 legislators from the
governing Alianza united in the massive protest.
De la Rua remarked that the protest was "perhaps a call to international financial organizations that
they must also consider necessary social solidarity." The march brought together the hard-line and
moderate wings of the CGT the nation's largest labor organization for the first time since they split
in late February. Ten people clad in black hoods and shirts reading "IMF" carried caskets labeled
"education, salaries, small and medium-sized business, health."
At the rally, CGT hard-line leader Hugo Moyano called for a general strike June 9 and announced
a series of protest measurers such as blackouts, citywide pot-banging, and "fiscal disobedience"
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in support of small businesses, vendors, and farmers. He compared the "financial dictatorship" of
the international lending organizations with Argentina's military dictatorship (1976-1983). "The
military dictatorship tortured people, made people disappear, and killed people, and the financial
dictatorship also kills 55 children each day in Argentina, tortures the elderly, and makes men and
women without work disappear," he said.
In an unprecedented move, the Argentine Catholic Church hierarchy, through the Comision de
Pastoral Social, expressed support for the protest, saying the labor movement is upholding Pope
John Paul II's call for the IMF and the world banking community to implement reforms that benefit
the poor.
In a thanksgiving mass marking the 190th anniversary of the country's first independent
government, Jorge Bergoglio, archbishop of Buenos Aires, said the Argentine economic and social
system has fallen under a cloud. "The Argentine system seems to be marching in a sad funeral
procession in which everyone consoles the family, but no one raises up the dead person," said
Bergoglio. Going even further, several bishops, including Estanislao Karlic, head of the bishops
conference (Conferencia Episcopal Argentina, CEA), called on the visiting IMF mission to reduce
Argentina's debt.
The bishops told the IMF's Teresa Ter Minassian they were concerned that the country get relief
from the weight of foreign-debt interest payments, which now run US$25 million a day. Meanwhile,
Congress has been paralyzed by a strike of legislative workers protesting the latest adjustments.
The Asociacion de Personal Legislativo (APL) declared an indefinite work stoppage to protest
closing the congressional printing office, which will affect about 800 workers, as well as the salary
reductions included in the cuts. The crisis puts the governing Alianza coalition at the crossroads.
It must either continue to cut expenditures and increase taxes, risking greater social instability, or
take a stand with international creditors to renegotiate the foreign debt a possibility ruled out by de
la Rua for now. [Sources: El Nuveo Herald (Miami), 05/24/00, 05/26/00, 05/30/00; Xinhua, 05/30/00;
Inter Press Service, 05/23/00, 05/29/00, 05/31/00; Clarin (Argentina) 05/30/00, 06/01/00; Spanish news
service EFE, 05/29/00, 06/02/00; CNN, 05/25/00, 05/29/00, 06/03/00; Reuters, 05/31-06/02/00, 06/06/00;
Associated Press, 05/23/00, 06/01/00, 06/07/00]
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